Woman C.P.A.
Volume 24

Issue 6

Article 7

10-1962

Woman C.P.A. Volume 24, Number 6, October, 1962
American Woman's Society of Certified Public Accountants
American Society of Women Accountants

Follow this and additional works at: https://egrove.olemiss.edu/wcpa
Part of the Accounting Commons, and the Women's Studies Commons

Recommended Citation
American Woman's Society of Certified Public Accountants and American Society of Women Accountants
(1962) "Woman C.P.A. Volume 24, Number 6, October, 1962," Woman C.P.A.: Vol. 24 : Iss. 6 , Article 7.
Available at: https://egrove.olemiss.edu/wcpa/vol24/iss6/7

This Article is brought to you for free and open access by the Archival Digital Accounting Collection at eGrove. It
has been accepted for inclusion in Woman C.P.A. by an authorized editor of eGrove. For more information, please
contact egrove@olemiss.edu.

OCTOBER 1962

the WOMAN C.P.A.

in this issue
PREPARATION FOR THE CERTIFIED PUBLIC
ACCOUNTANT EXAMINATION
Mary M. Russo, C.P.A.

THE INVESTMENT CLUB—BEWARE!
Julia J. Kaufman
THE LONG AND SHORT OF BROKERAGE
ACCOUNTING
Vera Coulter, C.P.A.
TIPS FOR BUSY READERS

S. Madonna Kabbes, C.P.A.
TAX FORUM

Rosemary Hoban, C.P.A.

COMMENT AND IDEA EXCHANGE Marion E. Davis

AMERICAN WOMAN'S SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS

OFFICIAL PUBLICATION

AMERICAN SOCIETY OF
WOMEN ACCOUNTANTS

Volume 24
Editor

October 1962

Number 6

Marguerite Reimers, C.P.A.
418 E. Loretta Place # 216
Seattle 2, Washington

Business Manager
Beatrice C. Langley
327 South LaSalle Street, Chicago 4, Illinois

Editorial Board
Erma L. Adams, C.P.A.
Antioch College
Yellow Springs, Ohio

Associate Editor
Corinne Childs, C.P.A.
Nine East Fourth Building, Suite 915
Tulsa 3, Oklahoma

Tax Editor
Rosemary Hoban, C.P.A.

Catherine E. Miles, Ph.D.
33 Gilmer Street, S. E.
Atlanta 3, Georgia

63 Sealund Road
North Quincy 71, Massachusetts

1023 Chattanooga Bank Bldg.,
Chattanooga, Tennessee

Edith Moore, C.P.A.

Literary Editor
S. Madonna Kabbes, C.P.A.

Katherine E. Pfeifer, C.P.A.

1408 Central Avenue, Evanston, Illinois

AMERICAN WOMAN’S SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS
President
Mary F. Hall, C.P.A.
50 Congress Street
Boston 9, Massachusetts

First Vice President
Grace S. Highfield, C.P.A. (Research)
33 North High Street
Columbus 15, Ohio

800 East Ross Avenue
Cincinnati 17, Ohio

President-Elect Pearl M. Isham, C.P.A.
(Advisory)
5372 Poplar Boulevard
Los Angeles 32, California

Dr. Bernadine Meyer (Bulletin)
Duquesne University
Pittsburgh, Pennsylvania

Lucille R. Preston, C.P.A. (Yearbook)
2110 Republic National Bank Building
Dallas 1, Texas

Phyllis E. Peters, C.P.A.
(Membership)
1380 First National Building
Detroit 26, Michigan

Secretary Roberta M. Callahan

Doris Parks, C.P.A.

435 North Michigan Avenue, Suite 2215
Chicago 11, Illinois

Margaret G. Conley (Publicity)
415 Warren Drive, Apt. 2
San Francisco 27, Calif.

Joyce E. Cowman, C.P.A. (Education)
903 Peoples Building
Grand Rapids, Michigan

Loretta A. Culham, C.P.A.
(Membership)
60 E. 42nd Street, New York 17, N.
Virginia B. Hollister, C.P.A.
(Public Relations)

AMERICAN SOCIETY OF
WOMEN ACCOUNTANTS
President Erma A. Sembach

4485 Wadsworth
Wheatridge, Colorado

P.O. Box 19405
New Orleans 19, Louisiana

Directors

10017 Lake Avenue
Cleveland 2, Ohio

Vice-Presidents Margaret Bailey, C.P.A.
(Chapter Development)

Second Vice President
Margaret E. Lauer, C.P.A.
(Budget and Finance)

Treasurer

1700 Power and Light Building
Kansas City 5, Missouri

1380 First National Building
Detroit 26, Michigan

Comment and Idea Exchange Editor
Marion E. Davis

Secretary

Mary Jo. McCann, C.P.A.

1574 Oak Knoll Drive
Cincinnati 24, Ohio

Treasurer Anna M. Jackey, C.P.A.
8128 St. Andrews Church Road
Pleasure Ridge Park, Kentucky

Directors Anne D. Snodgrass (Ex-Officio)
(Policy & Procedure)
P. O. Box 572
Dallas 21, Texas

Mary R. Baughan (Public Relations)
1122 First Huntington National Bldg.
Huntington, West Virginia

Y.

2600 East Kenwood Boulevard
Milwaukee 11, Wisconsin

Winifred D. Owens, C.P.A.
(Ex Officio) (Policy and Procedure)
1001 Connecticut Avenue
Washington 6, D. C.

Other Committee Chairmen
Mary Lou Hodges, C.P.A. (Legislation)
734 - 15th Street N. W.
Washington 5, D. C.

Mary Jo. McCann, C.P.A. (Award)
1700 Power and Light Building
Kansas City 5, Missouri

Jane Strenciwilk, C.P.A. (Publications)
19191 Mitchell, Detroit 34, Michigan

Corrine G. Gammage (Publicity)
2833 South Lyndale Avenue
Minneapolis 8, Minnesota

Mary Louise Miller, C.P.A.
(Legislation)
501 West University Parkway, Apt. B2
Baltimore 10, Maryland

Helen Matthews (Program)
1114 Heatherbrae West
Phoenix, Arizona

Darthe F. Nay (Education)
3233 Hawthorne Blvd.
St. Louis 4, Missouri

Gracia W. Robinson (Award)
320 North River
Independence, Missouri

Elaine Roth (Bylaws)
953 Churchill Road
West Palm Beach, Florida

NATIONAL HEADQUARTERS, Beatrice C. Langley, Supervisor,
327 So. LaSalle St., Chicago 4, Ill.
The Woman CPA is published bi-monthly and copyrighted, 1962, by the American Woman’s Society of
Certified Public Accountants and American Society of Women Accountants, 327 So. LaSalle Street,
Chicago 4, Illinois. Subscription price $1.25 annually. While all material presented is from sources
believed to be reliably correct, responsibility cannot be assumed for opinions or interpretations of law
expressed by contributors. Second-class Postage Paid at Chicago and at Additional Mailing Offices.

Preparation for the Certified Public

Accountant Examination
By: Mary M. Russo, C.P.A.
Columbus Chapter A.S.W.A.

ter was read and later answering those
questions?
Many people think that they should prepare
in advance and use a formal pattern of study.
If this is how they have always studied, then
this should be the pattern to use. If, however,
one has had to cram, then this same method
of study should be used for the CPA examina
tion.
Some people who have been eligible to take
the examination for a year or more, have had
neither the time nor the inclination to prepare
for it. These people think that they should
spend four to six months doing a thorough re
view of all phases of accounting and commer
cial law. However, there have been instances
where two to four weeks of intensive study
have been sufficient to prepare for the exami
nation and to pass it.
When one has determined the most effective
.) State law on accountancy
study method used in the past, and uses this
.) Study methods
.) Phases of accounting and commercial method in preparing for the CPA, then this
knowledge is power.
law
.) Application of accounting theory in
solving problems and answering ques KNOW ALL AREAS OF ACCOUNTING
AND COMMERCIAL LAW
tions.

Knowledge is Power!” Let this observation
of Sir Francis Bacon be the by-word in pre
paring for the Certified Public Accountant
examination. The goal is to obtain the CPA
certificate. The power to achieve this goal is
in the knowledge of the subject.
Many people are under the impression that
the CPA examination is a difficult, tedious and
formidable test. They dread taking the exami
nation. Perhaps one should answer: “Look, the
CPA examination is not as difficult, not as
tedious, not as formidable as it has been
painted. The CPA examination is longer and
more comprehensive than a college examination
on accounting. If effort is put forth in review
ing and learning accounting and commercial
law, it can be easier than might be imagined.”
Four areas in which one must have knowl
edge are:

1
2
3
4

The examination is a comprehensive study
of accounting theory, problem solving, audit
ing and commercial law; therefore, study of
all areas of accounting and the principles of
business law is essential.
Although most States require either a col
lege degree with a major in accounting or
several years of formal schooling in the sub
ject, this is not enough accounting preparation
for the CPA examination. It must be supple
mented by an intensive review of the account
ing covered in college courses and by learning
certain areas not included in the curriculum.
Time should be spent on the areas which one
has not used in practical experience. On the
more familiar areas, all that is necessary is a
review.
There are a number of books dealing with
a review for the CPA examination—these books
cover many areas of accounting in a brief
summary. An excellent example is CPA RE
VIEW MANUAL, edited by Herbert E.
Miller. Another is SHORT CPA PROBLEMS
by Hilary H. Sax.

READ STATE LAW ON ACCOUNTANCY

The first area in which one should have
knowledge is the State requirements of edu
cation and experience before one can sit for
the examination. The law of accountancy of
each State will disclose how many years of col
lege training in accounting and how many
years of public accounting experience are nec
essary in order to sit and to receive the cer
tificate. Also, the State law will point out what
the examination will cover.
The examination is comprised of four sec
tions: accounting theory, problems, auditing
and commercial law. Some States include a
section on economics. This is why knowledge
of the law of one’s own particular State is
important.

CONSIDER STUDY METHODS
One question to ask is: What method of
study in high school and college proved most
effective for me? Was it outlining the book?
Was it writing down questions as each chap-
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Many colleges offer a refresher course as
preparation for those who intend to take the
CPA examination. Also, correspondence
courses are available for those who want a
formal system of study.
Another way to review is to scan and read
the textbooks used in college and the bulletins
published by the American Institute of Certi
fied Public Accountants. Be sure to read the
current literature on accounting topics be
cause they form the basis for some of the
examination questions.
To prepare for the commercial law section,
a good textbook on the principles of business
law is necessary. One such book is PRINCI
PLES OF BUSINESS LAW by Essel R. Dil
lavou and Charles G. Howard. Memorize and
learn those principles which include contracts,
negotiable instruments and sales. This section
of the examination is based on memory.
Auditing relates more closely to the actual
conditions found in practice. This section re
quires the formulation of auditing programs
based on certain circumstances given in the
questions, and it requires the explanation of
reasons for the usual auditing procedures.
Also, one is being tested on preparing audit
reports. Experience in public accounting is
the most helpful preparation for this portion
of the exam. Merely memorizing the auditing
procedures is not sufficient: it is necessary to
develop an understanding of these procedures
and how to apply them.

of accounting practice and theory expressed
in simple, understandable and grammatically
correct English. It is important to develop
competence and facility in the English lan
guage.
Do not neglect the three sections which do
not actually deal with problem solving when
working out solutions to past CPA examina
tions. Answer them in order to develop ease of
written expression. Being able to apply what
has been learned to solving problems and
providing answers to examination questions
is power indeed.
REVIEW AND STUDY ARE THE KEY

The percentage of those who pass the CPA
examination the first time is below that of any
other profession; however, the percentage of
those who eventually pass the examination
compares favorably. Most failures on the first
attempt can be attributed primarily to lack of
preparation.
Don’t fall prey to the idea that having a
college degree with a major in accounting is
all that is necessary to pass the examination.
This is a fallacy. It requires a program of in
tensive review in areas which one has studied
and had experience; and it takes a program of
study in areas which one has not studied or
learned through experience.
Follow these steps in preparing for the CPA
examination:
1
.) Read the state law on accountancy
2 .) Choose your most effective method of
study
3 .) Review and learn all areas of account
ing and commercial law
4 .) Apply the principles and theory of ac
counting in solving problems and an
swering the essay questions in clear,
concise and correct English.

APPLY ACCOUNTING THEORY IN
SOLVING PROBLEMS AND ANSWERING
QUESTIONS

It is imperative to know not only the prin
ciples of accounting and auditing, but also
how to apply them in solving the problems and
answering the questions.
Having reviewed all the areas of accounting
and commercial law, it is then advisable to
work out previous examinations, using the al
lotted time as a guide. This will provide expe
rience in reading and reasoning the problems
and questions, in setting up working papers,
and developing solutions within a certain
period of time. Working out former tests will
point out areas where knowledge is weak and
where additional study and review are needed.
Many people think that the Certified Public
Accountant examination is composed of ac
counting problems which require the knowl
edge of mathematics only. This is erroneous.
Admittedly, the problem section, which covers
two sessions, is of this nature. Also, the theory
section has a few short problems; however,
much of the examination requires knowledge

There is one area of preparation which has
not been covered. Actually, it may be the
most important: Be enthusiastic! Take the ex
amination with the attitude that you will give
it all you have and that you will pass it.
The Certified Public Accountant certificate
is your goal. The power to achieve this goal
is within reach. And only through greater
knowledge can one have greater power to
succeed in this or any venture.
If you prepare properly for the examination
and if you have the proper mental outlook, the
CPA examination can be an exciting challenge;
one that can and will be met—perhaps even
the first time.
From a paper presented at the Eastern Regional
Conference A. S. W. A. May 1962, Columbus,
Ohio.
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The Investment Club-Beware!
By: Julia J. Kaufman
Cleveland Chapter A.S.W.A.

Of what should the investment club be the first two characteristics, but do not neces
ware? From the growing popularity of invest sarily have the last four and consequently are
ment clubs, it would appear that many people taxable as partnerships. However, the applica
feel there is no real alarm. The latest informa tion of these tests to a particular club should
tion available states that over 7,700 clubs be discussed with an attorney.
comprising some 102,000 members belong to
An investment club is a group of associates
the National Association of Investment Clubs. and the natural objective of such a group is to
NAIC was formed in October 1951 with four carry on a business, earn dividends and realize
Detroit clubs as members, indicating the gains from the sale of stocks and securities,
growth in just over ten years. New York Stock and divide the gains therefrom. Perhaps this
Exchange studies estimate that NAIC clubs division of profits will not be made annually,
make up only about one fifth of all U. S. in but it will be made eventually, and no one in
vestment clubs. This would indicate about an investment club has thoughts of not making
500,000 members of investment clubs with money even though monetary education may
club portfolios of $10 million of stock pur be another of the aims.
chases each month and total holdings of about
Test 3—Continuity of life. While some
a half billion dollars.
clubs have not set a date or time when they
The increase in the number has brought in will liquidate, others have and this may be
vestment clubs to the attention of a great 2, 5 or 10 years from the date of organiza
many agencies including the various taxing tion. Thus the answer to this test depends on
authorities, State and Federal regulatory agen each individual club.
cies, stock transfer agents and other interested
Test 4—Centralization of management. Do
parties. Thus, it is necessary that each club be
informed and comply with any Federal, State a few members, perhaps the officers or board
or Local regulations which may pertain to the determine which stock will be purchased or
organization and operation of the club. Con sold and generally manage or run the club or
do all the members of the club have a voice in
sulting an attorney for guidance is advisable.
this management with a majority rule type of
Taxwise perhaps the only question is Corpo
operation? Again the answer depends on the
ration or Partnership? Which is better for an
club.
investment club and the members of the club?
Test 5—Liability for corporate debts limited
The position of the Internal Revenue Service
corporate property. A partner is responsible
to
with regard to the tax status of investment
for the acts of the partnership and the other
clubs will enter into this decision.
members of said partnership. One investment
In December of 1960 the Treasury Depart
club in discussing this test with their attorney
ment issued a permanent tax ruling citing the
found that while the members were liable for
provisions which would determine the Feder
any act of their partnership it did not mean
al income tax status of an investment club.
that they would be liable for the personal acts
The Treasury ruling stated that six tests were
or debts of members of the partnership outside
used to determine if an organization was to be
the partnership. Since most clubs are limited
taxed as a corporation. If a club met four or
in nature and consist of individuals well known
more of the tests, it would be taxed as a cor
to one another and do not buy on margin or
poration, if not, then it would be taxed as a
borrow money to operate the club, it would
partnership. These were the six tests:
appear that the chance of incurring a large
1.
The existence of a group of associates.
or unusual liability in the operation of the
2. A common objective to carry on a busi club is very unlikely. Therefore the question
ness and divide the gains therefrom.
of liability should not be the prime decision
3.
Continuity of life.
as to whether an investment club should be a
4.
Centralization of management.
corporation or partnership. It is advisable,
5. Liability for corporate debts limited however, to carry a fidelity bond on the club
to corporate property.
members as a precaution against misappropri
6.
Free transferability of interests.
ation of club assets.
Test 6—Free transferability of interest.
In its published ruling, the Treasury De
partment indicates investment clubs may have Does the agreement under which the club op
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erates allow one member to transfer his inter
est to another as the shareholder of a corpo
ration is able to do, or does this agreement
state that such transfer of interest must have
the approval of the other members of the
club?
The foregoing is a quick review of the
Treasury Department’s tests for investment
clubs, but how will the decision to operate as
a corporation or partnership affect the person
al fortunes of the club members?
At first glance there would appear to be a
point in favor of the corporation when one re
calls that dividends received by a corporation
from another corporation are 85% tax free,
thus only 15% of dividend income is taxable.
Further the Internal Revenue Code permits
$100,000 of earnings to be retained in a cor
poration without penalty. Since most clubs
will have taxable earnings under $25,000 each
year, their taxable dividends and interest will
be taxed at 30% and their capital gains at
25%. The corporation pays all taxes and the
members pay no tax until a distribution is
made by the corporation to the club members.
If no distribution is made, the corporation
could eventually be liquidated and all of the
earnings would become taxable to the mem
bers as capital gains rather than as ordinary
income.
On the other hand, income to a partnership
is taxable income to the partners. Partnerships
file information return 1065 reporting the
amount of ordinary income as well as capital
gains or losses distributable to each partner.
Each member partner reports his share of the
partnership income and pays income tax on
his prorata share whether the profits are with
drawn or left to be reinvested. If these earn
ings are left in the partnership and reinvested,
the basis of each partner increases, while the
basis for each member of a corporation invest
ment club is only the amount the member has
invested. Earnings do not increase his invest
ment account but do increase his equity
through surplus.
After a second look at the tax picture and a
comparison of the end results, it will be real
ized that for most individuals the partnership
method of taxation is the more favorable. As
sume that the “income figures” in the follow
ing illustration are taxable income, after all
deductions and personal exemptions. Each
member of the investment club has sufficient
personal stock holdings to have received more
than $50 in dividends. Thus dividends earned
through the investment club are wholely tax
able. There are ten members, each in the 30%
tax bracket. The club has dividend income of
$1,000 and long term capital gains of $2,000.
Under a partnership, each of the ten members

will report $100 dividend income and $200
long term capital gain. The tax each member
will pay, after deducting the dividend earned
credit will be $56, the total for all ten mem
bers $560.
The corporation on the other hand will
pay 30% tax on $150 dividends (after de
ducting the 85% dividends received deduc
tion). Tax on dividends—$45. The corporation
will also pay a 25% tax on the $2,000 of
long term capital gains or $500. Thus the
corporation tax is $540. or almost as much
as the ten members combined will pay as
partners. If we stopped at this point, there
would be very little difference. However,
most investment clubs do eventually liquidate,
and upon dissolution the stockholders of a
corporation will have a taxable long term
capital gain. After deducting the $540 cor
poration income tax from the $3,000 income
there is left $2,460 which when eventually
taxed to the members of the corporation will
result in $378 tax. Thus the combined taxes,
first the corporation tax and later the capital
gains tax upon dissolution, result in more than
160% of the tax the partners would pay under
a partnership.
Using the same example but changing the
partners tax bracket to 43% we find the tax
for the ten partners is $820 while the com
bined corporate tax and capital gains tax upon
liquidation is $1,081.80 or 132% of the tax if
the club is taxed as a partnership. The break
even point is reached in this illustration when
the partners are in the 69% tax bracket. The
amount by which the combined corporate
tax and capital gains tax exceeds the tax paid
by partners will vary depending on the rela
tionship between dividend income and capital
gains. In this illustration no consideration was
given to State Franchise taxes since these will
vary from state to state. They are, however,
another expense of the corporation. This ex
ample illustrates that for most individuals the
partnership form is the better taxwise. How
ever, when the members are in a compara
tively high income tax bracket, it might be
advantageous for the investment club to be
taxed as a corporation.
If the members are certain that they want
this status, it would be assured if they take
the proper steps to incorporate under State
law. Such a step, however, should not be
taken without consideration of all the other
factors which may be involved including SEC
registration requirements, compliance with
State Blue Sky laws, payment of State char
ter fees, as well as the franchise tax and the
filing of periodical reports required by the
State. If the club incorporates, there would

6

be a Federal stamp tax on issuance of any
shares or certificates of stock.
If the partnership status is preferred, steps
should be taken to insure this result. The
wording of the club’s operating agreement is
important. It is advisable that the club use
formal articles of copartnership with such
adjustments, including provisions for contri
butions by the members, valuation of mem
bers’ interest, management of the enterprise
as well as any other points they may want to
have covered. If this is not done, it is entirely
possible for a club to defeat its intention of
being taxed as a partnership and become an
“accidental” corporation, even though it is
not incorporated under State law. How can
this happen? Centralized management in one
or more of the members, limited liability, is
suance of transferable shares, transferability
of the shares without the consent of the other
members, provision for continuity of existence
after death or withdrawal of a member. All
these attributes or operating provisions, when
considered together, can make the club an
association rather than a partnership under the
six tests the Treasury Department used. The
importance of the wording of the operating
agreement cannot be stressed too much.
We have already discussed the income of
an investment club and the manner in which
it is reported. Now let us discuss the expenses
which may be deducted. The following is a
check list of deductible expenses which an
investment club might incur.
State income tax
Alaska gross receipts tax
Personal property tax
Indiana gross income tax
New Mexico gross income tax (not on
dividends)
Philadelphia school district tax
West Virginia gross Income Tax
Florida, New York and Texas stock
transfer taxes
South Carolina stock and bond transfer
taxes
Annual business tax (such as in Conn.
and Florida)
Postage and stationery used in corre
sponding with a club’s broker, or in
obtaining information about invest
ments which the club has under con
sideration, and (since this is where
investment decisions are made) notices
of meetings, account books, etc.
Safe deposit box rental
Compensation for services, such as typ
ing or mimeographing
Premiums for liability bond
Bank charges for checking account
Telephone calls

Legal and accounting costs
Subscriptions to investment services
Rent, light and heat (if the club has
separate quarters)
Since these items are income-producing
expenses they may be paid out of the club’s
income and the net amount distributed to the
members. There is another method which may
be used. Once or twice a year, as needed,
each member may be assessed $1 or more to
cover any of these expenses. This assessment
is kept in a separate account. Each year the
members then report their full share of divi
dend as well as capital gains income and they
may also take as a deduction their share of
the club’s expenses.
One point of particular interest is the rul
ing as to termination of a partnership, since
continuity of life was one of the six tests the
Treasury Department used. Internal Revenue
Code—Sec. 708 reads
(a) For purposes of this subchapter, an
existing partnership shall be consid
ered as continuing if it is not termi
nated.
(b)
Termination—
(1) General Rule—For purposes of
subsection (a), a partnership shall
be considered as terminated only
if—
(A) no part of any business, fi
nancial operation, or venture
of the partnership continues
to be carried on by any of its
partners in a partnership, or
(B) within a 12-month period
there is a sale or exchange of
50 percent or more of the
total interest in partnership
capital and profits.
In most cases the withdrawal of a member
of an investment club will not terminate the
partnership, providing the continuing mem
bers carry on the club (with or without a suc
cessor to replace the member who withdraws).
Example. A member sells 30% interest
and within one year another sells 25%
interest. Partnership is terminated.
A member sells 30% interest and sub
sequently the new member sells that
same 30% interest—no liquidation
since only 30% interest was sold.
If a partner dies or retires from the partner
ship, the retiring partner or the deceased
partner’s successor in interest (his estate or
beneficiary) is regarded as a partner until his
entire interest is liquidated.
Upon liquidation there is a difference in
the amount of gain or loss to the members
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ceivables and inventory—items which an in
vestment club normally does not have).
No special liquidation forms are required
by a partnership. Corporations must, how
ever, file form 1099L for each liquidation dis
tribution of $600 or more to any one member
during any calendar year.
Personal property taxes, mentioned in the
list of deductible expenses, are taxes common
to both corporations and partnerships, al
though the rates and methods of assessment
differ in the various States.
In review corporations pay income, fran
chise and personal property taxes. Partner
ships report on information return 1065 the
distributive amounts for tax purposes and each
partner pays his income tax, but the partner
ship pays the personal property tax.
One last word of caution. Investment clubs,
whether partnerships or corporation, are
organized for profit and in no way should the
American Society of Women Accountants
name be associated with an investment club.
The ASWA is nonprofit and it is of the utmost
importance that no member or group of mem
bers do anything which might endanger the
Federal Income Tax exemption held by
ASWA.
A closing comment: if all the Federal, State
and Local rules and regulations are followed,
as in any business venture, there is no reason
why THE INVESTMENT CLUB should
BEWARE.
From a paper presented at the Eastern Regional
Conference A.S.W.A. May 1962, Columbus, Ohio.

depending on whether the club operated as a
corporation or partnership. If the club was
taxed as a corporation, the club member is
taxed on the excess of the amount of money
received plus the fair market value of the
property received over his adjusted basis of
his stock. His adjusted basis is the aggregate
of the amounts he contributed to the club
minus any distributions he received from the
club which, because the club did not have
sufficient earnings and profits to cover them
at the time of the distribution, were tax free.
(Code Sec. 1016 (a) (4).)
How does this differ from the gain on
liquidation of a partnership? The partner an
nually paid tax on his distributive share of
all earnings. These earnings were credited to
his account, which was charged with any
actual distribution he may have received. If
a partner receives both money and stock or
securities in liquidation, only the money is
taken into account in determining his gain.
The stock or securities take as their basis the
difference between the member’s basis of his
liquidated interest and the amount of money
he received on the liquidation. (Code Sec.
732(b).) If there is a technical termination of
the partnership and the business is continued,
the partners are considered as having trans
ferred their shares of the terminated partner
ship’s assets to the new partnership as a con
tribution of capital.
Loss is recognized to a partner only upon
liquidation of his entire interest in the partner
ship, and only if the property distributed to
him consists solely of money (and certain re
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given. If owned by a partnership or other unincorporated firm, its name and address, as well as that of
each individual member, must be given.)
American Woman’s Society of Certified Public Accountants, 327 So. LaSalle St., Chicago 4, Illinois
American Society of Women Accountants, 327 So. LaSalle St., Chicago 4, Illinois
3. The known bondholders, mortgagees, and other security holders owning or holding 1 percent or more
of total amount of bonds, mortgages, or other securities are: None.
4. Paragraphs 2 and 3 include, in cases where the stockholder or security holder appears upon the
books of the company as trustee or in any other fiduciary relation, the name of the person or corporation
for whom such trustee is acting ; also the statements in the two paragraphs show the affiant’s full knowledge
and belief as to the circumstances and conditions under which stockholders and security holders who do
not appear upon the books of the company as trustees, hold stock and securities in a capacity other than
that of a bona fide owner.
5. The average number of copies of each issue of this publication sold or distributed, through the
mails or otherwise, to paid subscribers during the 12 months preceding the date shown above was: (This
information is required by the act of June 11, 1960 to be included in all statements regardless of fre
quency of issue.) 5,420
MARGUERITE REIMERS, Editor
Sworn to and subscribed before me this 11th day of September, 1962.
[SEAL]
Rachel H. Faucher
(My commission expires Sept. 10, 1965)
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The Long and Short of Brokerage Accounting
By: Vera Coulter, C.P.A.
Los Angeles Chapter

Most brokers’ statements are headed some
what as follows:

Today almost everyone owns or wants to
own some stocks. This means that almost
everyone sooner or later will receive trade
confirmations and statements from a stock
broker. Most people do not understand brokers’
statements and are inclined to agree with the
customer who returned a confirmation request
to the auditors with a neatly penned notation
stating, “What in Heaven’s name is this?”
There are several reasons why statements
received from stock brokers are more difficult
to understand than statements received from
a department store. The main reason is that
stock brokers must of necessity keep records
not only of cash receipts and disbursements
but also of all security movements. Cash trans
actions are kept in debits and credits just as
they would be in any other business. Move
ments of securities are also indicated by two
entries for each change, but these entries are
are called long and short.
The easiest way to distinguish between long
and short is to remember that long denotes
ownership and short denotes physical position.
If a customer has purchased a security but
has not received it, the customer is long the
security. He has legal ownership but not
possession of the security. If the security is
safely tucked in the broker’s box, the box is
short as it has possession of the security. The
broker’s box is always short as it can only
have possession and never title. If the security
is not on hand because it is due from another
broker, the account with the other broker
would be short, designating the position of
the security.
Further brokers’ statements may be difficult
to understand because brokers have two dates
for each trade; trade date and settlement date.
As expected, trade date refers to the date the
trade was made. Although a trade may be
settled as soon as it is made, Federal Reserve
Board Regulations require that the stock be
delivered and paid for on the fourth business
day following the trade. Accounts with other
brokers and customers are usually kept on
the basis of settlement dates as far as pur
chases and sales of securities are concerned.
Thus a statement will not show stock traded
on the four days immediately preceding the
statement. This fact is a constant source of
confusion to customers.

Bought Sold
Descrip
Re
De
tion Dr. Cr. Bal.
ceived livered Date
The headings are themselves somewhat con
fusing as they mean that the customer pur
chased, but the broker received and that the
customer sold, but the broker delivered.
Brokers could help to clarify this if they would
use captions such as: You bought, We received,
You sold, We delivered.
Brokers’ trade confirmations are sometimes
confusing because a broker may deal with a
customer as an agent or as a principal. A
confirmation of a purchase made by a customer
may read, “We have bought for you as agent”
or “We have sold to you as principal.” Or
the confirmation may simply say “You bought”
and indicate whether the transaction was an
agency or principal transaction in a footnote.
In any event purchase and sale confirmations
look very much alike to the uninitiated. If the
broker deals as an agent, the customer’s pur
chase will be at the same price per share as
the price paid to the other broker. The broker’s
profit will be the commission added for the
transaction. If the transaction is a principal
transaction, there will be no commission
charged and the broker’s profit or loss will
depend upon his purchase price of the stock.
In order to understand brokers’ statements
and brokers’ records, it is necessary to under
stand some of the brokerage terms used.
Box is used to designate securities in the
possession of the broker.
Free or active box is used to designate
securities in the possession of the broker,
either owned by the broker or available for
use in the business.
Safekeeping box is used to designate secu
rities in the possession of the broker but held
for customers. A security should not be in
safekeeping unless it is fully paid for. The
broker has no right to use safekeeping secu
rities in his business.
Stock held in segregation is stock belonging
to margin customers which is not needed to
cover margin requirements at the moment but
could be used for margin purposes if needed.
Stock owned by margin customers in excess
of margin requirements must be segregated
and may not be used the broker as collateral
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kept by settlement date, stock brokers also
keep memorandum records by trade date.
These records are called “slates.” In the case
of margin accounts, these will be kept by the
margin department and will indicate the
market value of securities held and whether
the account has sufficient margin. Margin
clerks must constantly review the market
value of the securities and at any time when
prices drastically drop, the market value of
all accounts must be recomputed and margin
calls sent out for additional cash or securities
if needed.
Stock brokers also maintain stock or security
records. These records are kept by security
and show the long and short positions for
customers and brokers and the number of
shares in the box and in transfer. Naturally
the long and short positions for each security
should balance. Stock records make it possible
to locate the ownership and the position of
each share of any particular stock. Since legal
ownership is designated by long and physical
position by short, the accounts which will
generally have these positions are as follows:

for bank loans or for other purposes, except
that the broker is not required to split 100
share lots to meet this requirement.
Transfer indicates the location of securities
which have been sent to a transfer agent for
a change in the registered owner of a security.
Securities may be in transfer for a customer
who has fully paid for them and be the
equivalent of securities held in safekeeping,
or they may be in the process of being trans
ferred into the name of the broker for the
broker’s use or for a margin customer and be
the equivalent of stock held in the active box.
Margin accounts are those accounts in which
stock is used as security for money owed to
the brokerage firm for the purchase of secu
rities or in which money or securities are
brought in for security of stock sold short by
a customer. The Securities and Exchange Com
mission requires in the case of a margin ac
count with long securities and a debit balance
that the debit balance must not exceed 75%
of the market value of the long securities. If
the account has short securities and a credit
balance, the credit balance must be at least
130% of the market value of the short secu
rities.
“Broker’s fails” refer to transactions made
with other brokers which were not settled by
the settlement date. Failed to deliver refers
to a security owed to another broker. The
ledger balance of this account will be a debit
balance, or a receivable. When the broker
delivers the security, he will collect money.
Failed to receive refers to a security due from
another broker. The ledger balance in this
case is a credit balance. When the securities
are received, they must be paid for.
“Bring-down” is a term used to designate
the security positions shown on customers’
and brokers’ monthly statements. The net
number of shares long or short is shown for
each security on customers’ statements. State
ments to other brokers should show the bring
down broad; that is, the total shares failed
to deliver (long) in each security and the cor
responding debit amount receivable and the
shares failed to receive (short) together with
the money payable therefor. In other words,
each transaction which has not been settled
should be shown separately.
Flat is a term used by brokers when secu
rities are neither long nor short, or when
there is no money balance.
In addition to customer’s formal accounts

Long Positions
Customers’ accounts
Securities borrowed
Failed to deliver
Investment account
Trading account

Short Positions
Customers’ accounts
Securities loaned
Failed to receive
Securities pledged on
bank loan
Trading account
Box
Transfer

In order to better understand brokerage ac
counting, it may help to look at a complete
transaction as set forth in the schedule on the
following page recording the purchase of 10
shares of American Tobacco stock. Assuming
there were no other transactions, the stock rec
ords for American Tobacco should show the
entries set forth in this example.
Of course, the security positions shown on
the stock record at any given date should
agree with the positions shown on customers’
or brokers’ statements, and with the securities
actually counted in the box or verified in
transfer. Hence, in a brokerage audit in ad
dition to counting securities, confirmations are
requested on all customers’ and brokers’ ac
counts with security positions, and the data
on the stock record is compared with the secu
rity positions on customers’ and brokers’ state
ments.
The stock brokerage business is a fast moving
business, dealing with two highly negotiable
instruments—money and securities. The temp-
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The following entries will record this transaction: Customer A. buys 10 shares of American
Tobacco from Broker Y. The trade is made through Broker X.
Long

(1) The shares are purchased.
Customer A.
Broker X
Commission earned
Federal tax payable

Short

Debit
$936.98

10
10

(2) Broker X delivers the stock
and Broker Y pays for it.
Broker X
Box
Cash

Credit

922.50
14.23
.25

922.50

10
10

922.50

(3) The customer pays for the stock.
Cash
Customer A.

936.98

936.98

(4) The stock is sent to transfer
Box
Transfer

10

(5) The stock is received back from transfer
Transfer
Box

10

(6) The stock is delivered to customer
Box
Customer

10

10

10

10

tation toward defalcation is greater than in
most businesses. Customers could be of great
assistance in locating irregularities if they
understood brokerage statements better and
fully cooperated with requests for confirma
tions. There have been instances where cus
tomers sent in confirmations because a sales
representative asked them to do so and thereby
helped to conceal the fact that the representa
tive was using funds from their accounts.

STATISTICALLY SPEAKING

A recent study by the National Industrial
Conference Board analyzing the assets, income,
profits and losses and other characteristics of
U. S. Corporations reports the following:
80% of the net income of American cor
porations goes into the hands of labor. 20%
represents interest, taxes, dividends and re
tained profits.
The study shows corporations employ more
than 30 million people—almost as many as the
rest of the economy, including governments—
and that some 60% of all manufacturing work
ers in the nation are on the payrolls of com
panies with 500 or more workers.

Accountants can render a service to their
clients and to our economic system by helping
to educate the public as to the meaning of
the information shown on statements received
from their brokers.
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Tips for Busy Readers
S. Madonna Kabbes, C.P.A.

Basic Principles and Features of Business
Tax Planning, by J. A. Mauriello. New
York Certified Public Accountant, July, 1962.
Vol. XXXII—No. 7. P. 460-6.

With federal income tax rates at the today’s
high level, it is natural that business organiza
tions should attempt to effect tax savings
through advance planning. The author urges
that “tax planning should be advance planning,
rather than post-mortem maneuvering.” While
keeping taxes at a minimum is an objective of
all, the procedures used must be legal and
meet the requirements of the Code and Regula
tions.
The cash effect after taxes is a basic con
cept to be considered in any attempt to con
trol the amount of taxes. For instance, any
expense incurred means a financial loss of only
48 cents on the dollar, and a capital gain
produces a value of 75 cents on the dollar.
This concept may influence the businessman
contemplating large expenditures for advertis
ing, for extravagant entertainment (the de
duction for which may be carefully scru
tinized), or expenditures for plant expansion
from which future benefits are contemplated.
While this concept of the reduced cash cost
has caused taxpayers to take greater risks in
the functional areas of marketing, sales pro
motion, production, research and development,
and financial administration, this concept of
the diminished loss through tax savings must
not overshadow the economic aspects that may
be involved in the actions taken.
Accounting methods used to effect tax sav
ings include the Lifo method of inventory val
uation, accelerated depreciation, the installment
method of reporting sales revenue, and re
porting profits on long-term contracts only
after such contracts are completed. There are
other methods which serve to increase the in
come to be reported currently. For example,
a new corporation may choose to capitalize
research and development costs, instead of
expensing such costs when incurred. If the
corporation at that time is in the 30 per cent
bracket, the deduction in later years when
such charges are amortized may well be at
the higher 52 per cent rate.
Certain features of the tax law favor the
corporate taxpayer and successful tax planning
should take full advantage of such features.
The graduated rate structure is one example
of such a feature. In order to avoid the cor
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poration surtax of 22 per cent, many separate
corporations are organized. Considerable litiga
tion has arisen over such multiple corporations,
and the Commissioner can deny deductions and
credits, including the $25,000 surtax exemp
tion, if tax evasion or avoidance is indicated
by the procedures employed.
With Internal Revenue Service constantly
increasing both the number of tax returns
examined, and the detail of their scrutiny,
the accountant must proceed cautiously in all
tax problems. In the absence of rulings on mat
ters in question he should apply the same tests
as would be applied by Internal Revenue Serv
ice, or obtain advance rulings on the pro
cedures he proposes to follow.
CPM—An Effective Management Tool, by
B. E. Wynne, Jr.—The Controller, June, 1962
-Vol. XXX-No. 6. P. 258-64.

Both the Critical Path Method (CPM) and
the Project Evaluation and Review Technique
(PERT) are procedures for estimating the time
required to complete projects. While PERT
was first used in the Navy’s Special Project
Office, CPM development has had an industrial
background. Both methods were first used
about five years ago.
The first basic concept of CPM requires that
the project be definable as to individual steps
or activities; the second concept is that the
project should be planned, and then the nec
essary procedures be taken to forecast the time
necessary to complete it. Having set out the
sequence of the individual activities, the criti
cal path can be traced. Any delay occurring in
the performance of such activities will cause
equal delay in completion of the total project.
Other activities have float, or flexibility in the
time required for completion; this flexibility
allows greater freedom in scheduling such noncritical activities.
Direct costs will increase if activities are
performed in a shorter period than the time as
signed in the initial planning; the reverse effect
on direct costs will result if a longer period
is required. Noncritical activities may be per
formed in a more leisurely fashion and thus
entail lower direct costs. CPM attempts to
relate these two phases and to show manage
ment the most economical time and costs
schedule to be followed. The article includes
(Continued on page 14)

THE TAX FORUM
ROSEMARY HOBAN, C.P.A.

DEPRECIATION GUIDELINES
AND RULES

The publication of the new depreciation
guidelines and rules issued by the Internal
Revenue Service on July 11, 1962, Revenue
Procedure 62-21, had been eagerly anticipated.
The new Guidelines replace Bulletin F, pub
lished in 1942, as a guide to lives of depreci
able property and also establish objective tests
for measuring the reasonableness of a taxpayer’s
deduction. There has been a great deal of
publicity in connection with the effect of the
new rules but there are still a number of un
answered questions and in many instances the
depreciation indicated by the new Guidelines
is less than taxpayers have been claiming.
The depreciation claimed by taxpayers will
be tested by special tables prepared by the
Internal Revenue Service which provide what
the Service considers to be acceptable ranges
of the ratios of depreciation reserves to the
cost of depreciable assets. Similar ratios are
computed from the taxpayer’s records and
compared to the tables. If the taxpayer’s
ratios do not compare favorably with the
tables, it will be necessary to justify the depre
ciation deduction by surrounding facts and cir
cumstances. However, for a three-year period,
all taxpayers will be permitted to use lives equal
to or longer than the guidelines without being
concerned about reserve ratios and even shorter
lives may be used during this period under a
transitional rule based on the reserve ratio
tests.
The new rules may indicate the areas of
possible question by the Internal Revenue Serv
ice in reviewing depreciation deductions. Thus
taxpayers will have an opportunity to recognize
future problems and develop evidence of the
facts and circumstances which have prompted
the use of lives which do not meet the tests
set forth in the Guidelines. In all events, de
preciation deductions should be reviewed in
the light of the new Guidelines—either to take
advantage of the additional deduction if avail
able or to prepare to justify the deduction
claimed. In so doing, a considerable amount
of detailed accounting analysis may be re
quired.
Taxpayers whose fiscal years end in 1962
who claim depreciation deductions based on
the new Guidelines have been advised by the
Service in Technical Information Release No.
393 to attach a new schedule showing the in
formation required by the new procedures in

lieu of completing the depreciation schedule
printed on the 1961 forms. The depreciation
schedule to be attached to the return should
show the following information:
Column 1—Group and Guideline Class
Column 2—Class Life Used (Explain if less
than Guideline Class Life)
Column 3—Total cost or other basis of as
sets at beginning of year

Column 4—Asset additions during year
Column 5—Asset retirements during year

Column 6—Depreciation for prior years
Column 7—Depreciation claimed for this
year
Column 8—Method of computing deprecia
tion (Explain if changed from
prior year, e.g., change from unit
of production to straight line
pursuant to authority in Rev.
Proc. 62-21.)

RANDOM REMINDERS:
All too often a tax practitioner wonders,
when it is too late, if he or she shouldn’t have
exerted more pressure on a client to do some
advance planning. Such a problem has been
bothering me this morning when I learned of
the sudden death of a client. As long ago as
two or three years, his attorney and I had
been urging him to review his estate and, if
advisable, make revisions in his will and, per
haps in his partnership agreement; also con
sider making some gifts he had in mind; and
take other steps to put his affairs in order. Al
most every time he came into the office, I
would suggest that it would be advisable for
him to give these matters some consideration
and he was always “going to do something
about it.” Now it’s too late. I don’t know
whether he has taken the best advantage of
the marital deduction, whether the partnership
buy-sell agreement is a good one, whether it
would have been wise for him to have made
gifts to his children or grandchildren. Maybe
I should have exerted more pressure.
Another thought that comes to mind is the
desirability of reminding clients of the $3,000
annual gifts tax exclusion. So many taxpayers
seem to be unaware that they may make a gift
of $3,000 or less to each of one or more in
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dividuals in any one year without incurring any
gift tax liability or that the exclusion can
amount to $6,000 per year if the husband and
wife consent to treat the gifts as having been
made one half by each. The gifts must be
those of a present interest, of course, and this
occasionally presents some problems in gifts to
minors but such problems may be overcome
rather easily. Taxpayers frequently are un
aware that the $3,000 annual exclusion does
not reduce the lifetime exemption of $30,000
(or $60,000 in the case of a husband and
wife). Making such nontaxable gifts during
life is the best way of saving estate taxes and
perhaps practitioners should call this to tax
payers’ attention more frequently.
(Continued from page 12)
numerous diagrams which depict the inter
relationship of time and cost factors.
Other applications of CPM include man
power leveling, that is, the acquiring or re
leasing of employees may be greatly lessened.
This is accomplished through advance planning
which allows one activity to be completed be
fore another is started, and prevents peak
periods when many activities are being per
formed concurrently. By scheduling activities
as late as possible, carrying charges for in
vestment funds may be reduced. Thus cash
flow and investment minimization are other
areas where CPM data may serve to reduce
costs.
To date CPM has been most widely used
in the construction industry. As research con
tinues along these lines, undoubtedly its use
will be increased and broadened. The author
concludes with this statement—“By whatever
means CPM finds its way into individual firms,
most executives will welcome the tools, for
they are truly a basis for management by ex
ception.”
The Mysterious World of The Fed—by D.
C. Hastings and R. M. Robertson. Business
Horizons, Spring, 1962—Vol. 5, No. 1. P. 97104.
Granting that the Federal Reserve System
deserves its lofty reputation for the way in
which it has performed its service functions,
the authors feel “it is by no means certain that
the Fed has managed the money supply better
than the money supply would have managed
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itself, nor is it clear that Federal Reserve in
fluence on growth, stability, and price levels
has been as beneficial as the Fed’s reputation
would suggest.”
Describing (1) the nodes of power which
exist, and (2) the lines of communication that
carry power impulses from one node to an
other, the writers feel the System has not de
veloped along the lines intended by the original
Federal Reserve Act. The degree of power con
centrated in the chairman of the board is cited
as one example. While other board members
exercise authority in varying degrees, the chair
man has the final word on appointments and
serves as the System spokesman in negotiations
with other government officials, as well as
with foreign governments.
Since members of the Federal Open Market
Committee perform the important function of
passing on the purchases and sales of govern
ment securities, this is another area of great
power concentration. The trading desk which
carries out the directives of the above com
mittee is operated by the Federal Reserve Bank
of New York. Because of this important re
sponsibility, the president of the New York
bank has continued to exercise great authority.
This is contrary to the gradual decrease in the
responsibilities assigned to other member banks.
The authors state there is only one instru
ment of monetary control—the extension and
absorption of central-bank credit. They de
precate the importance of changes in reserve
requirements, along with changing the dis
count rate, and feel the true control is through
open market operations. The chairman then
exercises his most powerful influence when he
casts the deciding vote in the actions taken by
the Federal Open Market Committee. While
it is the custom for each member of the com
mittee (the seven governors and five of the
twelve bank presidents) to express his opinion,
it is the chairman who speaks last; he either
summarizes the consensus of the opinions pre
viously expressed, or lacking agreement among
the members, states his own individual opinion.
His expression provides the basis for the action
taken, and rarely are recommendations voted
upon.
While the writers emphasize the competence
and integrity of the men who exercise such
centralized control, they feel definite advan
tages would follow a return to the regional
system with greater authority actually being
exercised at that level.

Comment an Idea Exchange
By Marion Davis

FILING WORKING PAPERS
Proper filing of completed working papers
and other accounting data is essential to pro
vide ready access to the information.
One method is to use boxes of uniform size
and color, large enough to hold several filing
folders. A box with the following inside meas
urements will hold legal size folders: 15" x
9%" x 3".
Properly labeled as to contents, the boxes
may be stored side by side on open shelves.
Besides providing a convenient method of
storage, they also can present a neat and at
tractive appearance.
Ruth Wood
Seattle Chapter
* * * * *
COLOR CODING INVOICE FILES
In a merchandising operation, invoices are
frequently withdrawn from the files by buyers
and others requiring information on purchases.
In order to insure proper refiling, a color-code
system can be instituted. The regular vendor’s
file folder is tabbed with the color designated
for the year’s purchases. If a folder is im
properly filed, the error is quickly noted by the
variance in the color tabs.
Pauline Cady
Seattle Chapter
*

*

*

*

—is a subject for plenty of preaching but not
enough practice. Nearly everyone accepts dele
gation in principle. Management literature,
management seminars and lectures stress the
necessity for it. But surveys and performance
reports consistently put lack of effective dele
gation high on the list of executive faults.
—Nations Business
*

*

*

*

*

*

*

*

*

*

*

*

*

*

*

*

*

*

*

*

*

*

How is a “small business” defined legally?—
Read the article in the February issue.

*

*

To be positive: To be mistaken at the top of
one’s voice.
—Nicholas Murry Butler
*

*

The assistance which the Small Business In
vestment Companies can render to small busi
ness concerns are: First, they provide long
term loan funds to what are legally defined as
small business concerns; these loans have a
minimum term of 5 years and a maximum term
of 20 years. The second function is to provide
equity capital to such small business concerns.
Third, they provide advisory and consulting
services on a fee basis.
—February 1962

*

Today the symbol of modern management is
the question mark. It questions everything. It
does not discard the old because it is old. But
it does question tradition and meets the chal
lenge of change head on. It harnesses change,
and manages it artfully.
—Charles K. Rudman, Forbes
*

*

POINTS TO PONDER
FROM PREVIOUS ISSUES
Management services and systems installa
tion are now a part of the expanding profession
of accountancy as well as those areas tradi
tionally known as accounting and auditing.
Accountants who offer any of these services,
particularly those accountants who hold them
selves out to the public as experts, must be
capable and competent to perform them be
fore they undertake any assignment to audit,
install systems, or offer management services.
They must know something about the partic
ular industry, its history, its place in the
economic system, its operating procedure—
how it earns its money.
—February 1962

A subscriber contributes the following:
“My favorite client is the one who has been
heard to remark that no company has ever
gone broke from paying accounting fees.”
Agreed!
*

*

*

*

*

*

Budgeting in the Federal Government, and
in most local, state and city governments, may
be defined as the process by which financial
policies and programs of the administration,
including monetary requirements, are formu
lated, adopted and executed.
—June 1962

*

GET MORE DONE-EASIER
One of modern management’s most im
portant functions—effective delegating of work
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The

Student

Particularly in the field of adult edu
cation, a school is dependent for its
good name upon the accomplishments
of its students. We are proud of the
continuing success of thousands of IAS
students both in business and in public
accounting practice. The chief purpose
of this message is to acknowledge their
achievements with respect and ap
preciation.
For one example, more than 3,400 of
those who passed CPA examinations
during the ten years 1951-60 had ob
tained all or a part of their accounting
training from IAS.

IAS students in general are excep
tionally well qualified to pursue effec
tively a study program designed for
adult education. They are mature; a
recent survey showed an age range of
18 to 59, an average of 31 years. Most

are married and hold responsible office
jobs. Many are college graduates; 14,817 college graduates enrolled with
IAS during the ten years 1951-60.
The very fact that a man has com
pleted a comprehensive home-study
course indicates ambition, self-reliance,
willingness to work hard, and self-dis
cipline. Sincerity of purpose is clearly
demonstrated in that each student pays
his own fee.

Qualities like these are not common
today. That IAS men and women stu
dents possess them to a marked degree
helps to explain why so many of our
former students are found among the
leading accountants throughout the
United States and Canada.
The school’s 24-page Catalogue A is
available free upon request. Address
your card or letter to the Secretary,
IAS . . .

INTERNATIONAL ACCOUNTANTS SOCIETY, INC
A CORRESPONDENCE SCHOOL SINCE 1903
209 WEST JACKSON BOULEVARD • CHICAGO 6, ILLINOIS

IAS IS AN ACCREDITED SCHOOL, ACCREDITED BY THE ACCREDITING COMMISSION OF THE NATIONAL HOME STUDY COUNCIL

